This ascendance of Asian nontriad firms is a relatively recent phenomenon in international marketing. Despite the importance of this topic, because of these firms' short history of internationalization, it has been largely unexamined. As a result, little is known about the degree of success these firms have achieved in their quest to internationalize and the drivers that lead to their success in the international marketplace. Previous studies that have extensively examined the internationalizationperformance relationship suffer from at least one of three major problems. First, most studies are set in the context of multinational enterprises (MNEs) originating in triad (the United States, Europe, and Japan) economies (Ramamurti 2004) . Thus, it is unclear how the findings will generalize to firms from nontriad economies. In particular, firms from emerging economies are latecomers in global markets. Late entry is an advantage for emerging market firms because they can leapfrog the entire technological trajectory and even accelerate their uptake through various collaborative processes (Mathews and Cho 1999) . Thus, the pattern and drivers of success in international markets for Asian nontriad firms are likely to be different from those of firms from advanced markets.
Second, even in the context of firms from the triad economies, there is no consensus on the nature of the internationalization-performance relationship. Some studies advocate a linear relationship (Delios and Beamish 1999; Grant 1987; Tallman and Li 1996) , whereas others suggest more complex relationships, such as U-shaped (Capar and Kotabe 2003; Lu and Beamish 2001) , inverted U-shaped (Gomes and Ramaswamy 1999; Hitt, Hoskisson, and Kim 1997) , and even Sshaped (Contractor, Kundu, and Hsu 2003; Lu and Beamish 2004) ones. Which of these apply to firms from newly industrialized countries or emerging markets?
Third, prior research has restricted the factors that drive firms' performance in international markets to product diversity (Hitt, Hoskisson, and Ireland 1994) , innovation strategies (Kotabe, Martin, and Domoto 2003) , marketing and research and development (R&D) intensity (Lu and Beamish 2004) , and international business competence (Knight and Kim 2009 ). However, variables such as learning capacity and managerial experience have not been considered (see Li 2007) . This omission may be significant, especially for firms from emerging economies that, when entering developed Western markets, must operate in countries with vastly different political, cultural, and regulatory characteristics than those in their domestic markets. Their survival hinges on their ability to learn.
The current study is an attempt to overcome these shortcomings by addressing the following questions: (1) What is the relationship between internationalization and profitability for firms from Asian nontriad markets? and (2) What are the drivers of profitability for such firms as they increase their global reach? To circumvent the short history of internationalization of firms from Asian nontriad markets, we study firms from a newly industrialized country, Taiwan. Taiwanese firms have had a reasonably long history of internationalization. Unlike other emerging economies, such as India, China, Russia, and Brazil, many Taiwanese firms have been expanding internationally for at least three decades. This provides a large enough population of firms relevant to our study. In addition, most Taiwanese firms that have international markets are publicly listed. Thus, data on their internationalization efforts and performance can be obtained from the public domain.
Relative to the literature, we make three contributions. First, we investigate the relationship between internationalization and performance for Taiwanese firms as a representative of Asian nontriad economies. To the best of our knowledge, few studies have examined the internationalization performance of firms from these economies. Those that have are focused on important but different aspects of the internationalization-performance relationship. For example, Wan (1998) examines international performance of Hong Kong firms and finds that firms that go abroad do not perform better than domestic firms. In another example, Aulakh, Kotabe, and Teegen (2000) examine the export strategies of firms from emerging economies and their performance in foreign markets. They find that cost-based strategies enhance export performance in developed markets and that differentiation strategies enhance performance in other developing countries. Second, to the best of our knowledge, this study represents the first empirical attempt to examine the direct impact of learning capacity and managerial experience on the internationalizationperformance relationship. Third, we show the role of R&D spending in the context of successful internationalization of emerging market firms.
The rest of this article is structured as follows: In the first section, we develop a conceptual framework based on the established literature on the internationalizationperformance relationship and use it to derive testable hypotheses. In the second section, we describe our research method and provide empirical results. In the third section, we discuss the findings, implications, and limitations of the study.
DRIVERS OF FIRM PERFORMANCE IN INTERNATIONAL MARKETS
In this section, we review prior literature on the relationship between a firm's internationalization and its performance, identify variables that drive the relationship, propose a conceptual framework, and derive testable hypotheses. Although some studies report that there is no impact of internationalization on firm performance (Buckley and Casson 1984; Buehner 1987; Morck and Yeung 1991) , most report a significant relationship (Bouquet, Morrison, and Birkinshaw 2009; Hult et al. 2008) . This relationship can be summarized into five patterns: (1) linear and positive, (2) linear and negative, (3) Ushaped, (4) inverted U-shaped, or (5) S-shaped.
Advocates of the linear and positive relationship, such as Grant (1987) , argue that higher levels of international expansion lead to better firm performance. The better performance arises from opportunities for firms to leverage strategic resources and diversify market risks (Tallman and Li 1996) , greater economies of scale and scope (Grant 1987; Porter 1985; Tallman and Li 1996) , reduced fluctuations in revenue (Kim, Huwang, and Burgers 1993) , greater learning (Kobrin 1991) , increased market power over stakeholders (Kogut 1985) , access to cheaper resources (Grant 1987; Jung 1991) , and the ability to hasten new product development (Bartlett and Ghoshal 1988) . In contrast, advocates of the linear and negative relationship (Denis, Denis, and Yost 2002; Geringer, Tallman, and Olsen 2000) argue that the effect is negative as a result of the high cost of learning (Johansson and Vahlne 1977) , liabilities of newness and foreignness (Hymer 1978; Stinchcombe 1965) , the difficulty of establishing legitimacy (Zaheer and Mosakowski 1997) , operational costs (Hitt, Hoskisson, and Kim 1997) , and increasingly complex control and coordination (Geringer, Beamish, and DaCosta 1989; Gomes and Ramaswamy 1999) .
Scholars have challenged this simplistic linear view on the grounds that focusing purely on the benefits or costs of internationalization would lead to an incomplete understanding of the internationalization-performance relationship. The impact of international expansion should have both positive and negative effects on a firm's performance (Gomes and Ramaswamy 1999) . Therefore, scholars maintain that the form of the internationalizationperformance relationship is more likely to be nonlinear. Ruigrok and Wagner (2003) suggest that both costs and benefits are involved in the process of international expansion. Three nonlinear relationships have been identified in the literature: U-shaped, inverted U-shaped, and S-shaped patterns.
The U-shaped pattern suggests that at the early stage of international expansion, there is an initial decline in firm performance because firms face the disadvantages of foreignness. However, further internationalization leads to increasing returns as firms learn from their international experiences (Capar and Kotabe 2003) . Thus, over time, as international expansion continues, performance improves (Lu and Beamish 2001; Ruigrok and Warner 2003) .
In contrast, the inverted U-shaped pattern suggests that increasing levels of internationalization lead to superior firm performance at the earlier stage because of scale economies and exploitation of market imperfections (Daniels and Bracker 1989; Gomes and Ramaswamy 1999) . However, further internationalization lowers these benefits because the complexity of managing international operations increases with the degree of multinationality, and eventually costs outweigh the benefits of international expansion (Hitt, Hoskisson, and Ireland 1994; Hitt, Hoskisson, and Kim 1997) .
Recent studies have shown a more sophisticated relationship between firm performance and international expansion-the S-shaped pattern. The rationale for this pattern is as follows: At low levels of international expansion, a firm performs negatively because of the difficulty in surmounting the differences between its domestic and foreign markets (Hymer 1978) . As international expansion continues, scale economies develop, leading to a positive firm performance. However, with even more international expansion, the complexity and costs of managing the expansion drag down the performance, causing it to taper off (Contractor, Kundu, and Hsu 2003; Lu and Beamish 2004; Thomas and Eden 2004) .
Previous research has shown that as a firm internationalizes, its performance is also affected by several variables, such as R&D intensity (Delios and Beamish 1999; Li and Qian 2005; Siddharthan and Lall 1982; Thomas and Eden 2004) , advertising intensity (Delios and Beamish 1999; Kotabe, Srinivasan, and Aulakh 2002; Lu and Beamish 2004; Pantzalis 2001; Qian 2002) , product diversity (Buehner 1987; Delios and Beamish 1999; Goerzen and Beamish 2003; Lu and Beamish 2001) , firm size (Gomes and Ramaswamy 1999; Grant 1987; Kumar 1984; Qian 1998) , and the nature of the industry (Gomes and Ramaswamy 1999; Grant 1987; Kim, Huang, and Burgers 1993; Qian 1998) . Surprisingly, none of these studies have explicitly examined the role of learning capacity and managerial experience in driving a firm's overseas performance. Learning capacity represents a firm's ability, readiness, and willingness to learn and acquire knowledge, and managerial experience is the accumulated knowledge of a firm. These two are distinct but related concepts. Learning capacity is a dynamic concept that reflects a firm's ability and is a forward-looking measure of a firm, and managerial experience is a static stock of knowledge of a firm and is a backward-looking measure. We contend that, especially for firms from Taiwan and the rest of the Asian nontriad countries, learning capacity and managerial experience are two critical variables that can affect a firm's international performance.
This review of prior literature shows that researchers have not yet developed a single coherent theory of the drivers of international performance for firms from Asian nontriad markets. In addition, the review suggests that the important variables that drive firm performance of Asian nontriad firms as they internationalize are the degree of internationalization, learning capacity, R&D ability, and managerial experience. Firm size, age, and industry are important control variables that affect this relationship. Figure 1 shows a conceptual framework of how these variables are related to one another. The subsequent sections discuss the role of each independent variable in affecting firm performance as it seeks international growth and profits.
Degree of Internationalization Figure 1 shows that the degree of internationalization is a key driver of international performance. Why is this so? We contend that in the early stages of internationalization, Asian nontriad economy firms find that their performance falls. As firms from these countries step outside their domestic markets, they must deal with a much more diverse cultural and market environment. Yet, relative to firms in the triad economies, these firms often lack the necessary skills and knowledge to manage diverse and complex operations. Moreover, often firms incur costs in the early stages of internationalization well in advance of benefits, and returns on investments in intangible assets are gained only at the later stages of internationalization (Thomas and Eden 2004) . For example, R&D investments have a negative impact on short-term performance but a positive impact on longterm performance.
Another reason for this early negative performance is the asset-seeking motive of many emerging market firms (Luo and Tung 2007) . For these firms, going abroad is more strategic and long-term oriented, aimed at acquiring critical assets. In other words, the key objective of these firms is to acquire critical assets such as brand management, channel management, and managerial skills. Home-country governments often encourage and strongly support this objective (Sim and Pandian 2003) . Thus, positive firm performance measured by sales or return on investment is not necessarily their priority. As a consequence, many of these firms are more likely to choose difficult and competitive markets, such as the United States or Western Europe, to seek these critical assets. In addition to the traditional reasons for poor performance at the early stage of a firm's internationalization-that is, the liability of internationalization (Li 2007 )-the lack of strategic focus on firm performance further aggravates the situation. Thus, during the early stage of internationalization, many firms from Asian nontriad economies are destined to perform poorly.
If firms survive the first phase of internationalization, positive performance sets in as the benefits from their previous investments flow in. However, beyond a point, further internationalization again can hurt performance as the complexity of managing foreign operations increases (Contractor, Kundu, and Hsu 2003) . For firms from Asian nontriad economies, the diminishing marginal return on internationalization may be more salient because their competitive advantage, which is largely cost based, is exhausted more quickly than that of their peers from more developed economies, whose competitive advantage is largely based on superior technology, product strength, and managerial skills. Thus, at higher levels of internationalization, costs outweigh the returns for firms from Asian nontriad countries, and their performance declines as a result.
Therefore, when viewed as a sequential process, the relationship of the internationalization-performance path of Asian nontriad firms consists of three phases: a negative slope of firm performance at low levels of internationalization, a positive slope at medium levels of internationalization, and a negative slope at high levels of internationalization (see Figure 2 ). Thus:
H 1 : For Taiwanese firms, performance first declines in the initial phase of internationalization, then improves at intermediate levels of internationalization, and then declines again after some critical level of internationalization.
Learning Capacity
Learning capacity refers to a firm's ability to learn and develop new knowledge continuously (Kogut and Zander 1992) . This capacity is important for firms to obtain sustainable competitive advantages and ensure longterm economic returns. In the context of internationalization, such capacities also help offset the liability of foreignness during international expansion (Zaheer 1995) . Thus, we contend that firms' learning capacity is strongly associated with superior firm international performance.
In general, firms from Asian nontriad countries lack the necessary managerial skills and knowledge about foreign markets. Their ability to learn mission-critical skills quickly is essential for their overseas performance. Only the firms that can learn quickly and adapt themselves to the local economic, cultural, and social environments can benefit from their internationalization efforts (Kotabe, Srinivasan, and Aulakh 2002) . Thus:
H 2 : For Taiwanese firms, the greater the learning capacity, the more successful is the firm performance.
Figure 2. Graph Demonstrating H 1
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Numerous studies have demonstrated that R&D capability leads to better firm performance (Capar and Kotabe 2003; Hitt, Hoskisson, and Ireland 1994; Lu and Beamish 2004) . A firm's R&D intensity reflects its ability to develop unique products, enhance product quality, and improve manufacturing methods. A firm's R&D ability can facilitate the development of products that serve specific international markets better, giving rise to increased market share and sales growth (Oviatt and McDougall 1994) .
In addition, R&D intensity refers to the ability to improve or develop new methods of doing business (Dosi 1988; Nelson and Winter 1982) . Lewin and Massini (2003) contend that firms with superior innovation processes have highly developed technologycreation routines and learning regimes. Having such capabilities enables firms to offer new products more efficiently and quickly than their rivals. It also produces greater effectiveness and efficiency in the production processes (Knight and Cavusgil 2004) , enabling firms to serve the specialized needs of market niches at low cost. Therefore, R&D intensity is critical for firm performance in competitive international markets (Kotabe 1990; Miller and Friesen 1984; Zahra, Ireland, and Hitt 2000) and reinforces the positive impact of internationalization on firm performance.
For firms from Asian nontriad economies whose initial product strength is comparatively low, it is vital to invest heavily in R&D. As firms progressively internationalize, their cost-based advantage can be depleted quickly. Developing unique product strengths through R&D is the only way for these firms to keep their performance at a satisfactory level. Therefore, greater R&D intensity will have an impact on firms' overseas' performance. Thus:
H 3 : For Taiwanese firms, the greater the R&D intensity, the more successful is the firm performance.
Managerial Experience
Intuitively, we expect a more experienced firm to be more likely to deal adequately with the uncertainty and complexity it encounters in new environments because such a firm has more organizational memories of how to cope with such contingencies. We also expect the firm to have relevant mechanisms to deal with these problems. More experienced firms can align their resources and capabilities more effectively with the demands of the competitive environment (Amit and Schoemaker 1993) .
In contrast, less experienced firms, which lack knowledge about what they can or should do, must manage with general knowledge alone until their members learn new, specific roles and functions (Lippman and Rumelt 1982) . Moreover, less experienced firms often lack stable ties and social networks with the customers they wish to serve. Consequently, firms with less experience and fewer social networks find it more difficult to achieve superior performance in the international markets than older firms (Hudson and McArthur 1994) . Although many Asian nontriad and emerging economy firms may have domestic experience, they are relatively less experienced in international markets. Therefore, the managerial experiences these firms possess have a significant role in affecting their firm performance in the international marketplace. Thus:
H 4 : For Taiwanese firms, the greater the managerial experience, the more successful is the firm performance.
Size, Age, and Industry Effects
As Figure 1 shows, firm size, age, and industry membership serve as control variables. Firm size and age are common control variables because they affect the resources a firm possesses. Industry membership is another commonly used control variable because it affects the characteristics of key success factors a firm must have to perform well in international markets.
Summary
The previous sections show how four firm-level variables-degree of internationalization, learning capacity, R&D intensity, and managerial experience-affect a firm's international performance. We argue that three of these variables-learning capacity, R&D intensity, and managerial experience-are critical in affecting the international performance of Asian nontriad firms. In the next section, we test these hypotheses.
EMPIRICAL EVIDENCE
This study examines the international expansion of Taiwanese firms. 
Measures
Firm Performance. The dependent variable, firm performance, can be measured with accounting-or financial market-based metrics. Examples of accounting-based metrics are return on equity (Buehner 1987; Delios and Beamish 1999; Grant 1987; Rugman, Lecraw, and Booth 1985) , return on sales (Contractor, Kundu, and Hsu 2003; Lu and Beamish 2001; Tallman and Li 1996) , and return on assets (ROA; Contractor, Kundu, and Hsu 2003) . Examples of financial market metrics are earnings per share (Kim and Lyn 1990 ) and Tobin's q (Lu and Beamish 2004) .
Prior studies have shown that all accounting-and market-based measures are highly correlated, and there is no evidence of any measure's superiority (Dubofsky and Varadarajan 1987) . We chose ROA, computed as the ratio of net income to total assets, as our measure of firm performance because it reflects a firm's long-term historical performance.
Degree of Internationalization. Several measures of the degree of internationalization (DOI) exist in the literature-for example, the ratios of foreign sales to total sales (FSTS), foreign assets to total assets (FATA), the number of foreign offices to total number of offices, and number of employees in foreign locations to total employees (Kim, Huang, and Burgers 1989 Learning Capacity. The level of learning ability relies on human assets (Luo 2000) . Thus, an organization's learning capacity is closely related to the educational background of its employees. Moreover, organizational capabilities emerge through the integration of specialist knowledge across individual employees (Grant 1991; Teece and Pisano 1994) . Because an organization's learning is accumulated through the integration of individual knowledge, a firm's learning is influenced by the quality of its employees' educational background. Therefore, we measured learning capacity as the proportion of employees with master's and doctoral degrees. The degrees that we counted at these firms were not just from science and technology fields, so they represent a generic learning capacity.
R&D Intensity.
Previous studies have consistently measured R&D intensity as the annual expenditure on R&D divided by total revenues (Kotabe, Srinivasan, and Aulakh 2002) . Therefore, we adopted this formula for our study.
Managerial Experience. In this study, managerial experience refers to the international experience of a firm. A firm's managerial experience is not necessarily related to its age; for example, some younger technology sector firms may have had more international experience than their older peers. Therefore, we measured managerial experience by the number of years a firm has been involved in international activities. In our sample, 39% of the firms had fewer than 10 years of international experience, and 49% had between 10 and 20 years of internationalization experience, for a mean value of 13 years' experience. To normalize this skew, we follow the work of Thornhill and Amit (2003) and use the logarithm of the years of internationalization as our measure of managerial experience.
Control Variables.
Researchers indicate that firm size and age may partially explain variance in firm performance in international markets (DeCarolis and Deeds 1999). Therefore, we used firm size and age as two of our control variables. We measure firm size as the loga-rithm of total sales (Gomes and Ramaswamy 1999) and firm age as the logarithm of a firm's natural age. Contractor, Kundu, and Hsu (2003) confirm that industry membership affects firm international performance. Taiwan, famously known as the original equipment manufacturer (OEM) island, is an epicenter of the world's high-tech industry. Thus, many firms in our sample belong to the knowledge-based high-tech industries. Because of this sample characteristic, we controlled for industry effects using an industry dummy: 1 for knowledge-based industries and 0 for all others.
Procedure and Sample 
Analysis
We used multivariate regression analysis to test our hypotheses. We used Regression Equations 1-3 to examine the main effect-in particular, the proposed nonlinear relationship between the key independent variable, DOI, and the dependent variable, firm performance. We used Equation 4 to test the full model, which includes all DOI-based measures, the three variables hypothesized to affect firm performance directly (i.e., learning capacity, managerial experience, and R&D intensity), and the three control variables.
(1) Firm performance = α 0 + β 1 (DOI) + β 2 (Industry type) + β 3 (Firm size) + β 4 (Firm age) + ε, where firm performance is firm success measured using ROA, learning capacity is a firm's learning ability measured by the percentage of total employees with master's and doctoral degrees, R&D intensity is a firm's R&D commitment measured by R&D expenditure as a percentage of total sales revenue, DOI is the degree of internationalization measured by FATA, (DOI) 2 is the square of DOI, (DOI) 3 is the cube of DOI, managerial experience is measured by the logarithm of the years of a firm's international activities, industry type is a dummy variable that controls for industry effects (1 = knowledge-based firms, and 0 = others), firm size is a proxy for the overall resources of a firm as measured by the logarithm of annual revenue, firm age is measured by the logarithm of a firm's natural age in years, α 0 and β 1-8 are coefficients to be estimated, and ε is the error term initially assumed to be i.i.d. normal. We ran these equations as a nested regression model. The estimation proceeded in three stages. First, we regressed the dependent variables on the independent variables and control variables only. Second, we regressed the independent variable on DOI, DOI 2 , DOI 3 , and the control variables. Third, we regressed the independent variable on DOI, DOI 2 , DOI 3 , other independent variables, and the control variables. To assess whether the internationalization-performance relationship differs between high-tech firms and low-tech firms, we also ran the full regression model using the subsample consisting of only high-tech firms.
RESULTS
In this section, we discuss the descriptive statistics, results of the models, and answers to the specific hypotheses we generated. Table 1 reports the descriptive statistics. Table 2 indicates the correlations among the variables. Most of the correlations do not exceed .5, thus ruling out multicollinearity among the variables. Table 3 presents the results of our regression analysis. Model 1 is the baseline model, which examines only the main effect of DOI on firm performance. The results indicate that DOI has a positive impact on firm performance, but the effect size is small; that is, adjusted R-square is only 7%. At the same time, both firm age and industry type are negatively related to firm performance, and firm size is insignificant.
Model 2 examines the nonlinear effect between DOI and firm performance. Though not significant, including the nonlinear effect of DOI causes the linear effect to become negative and insignificant. The nonlinear effect subdues the linear effect, which is a pseudoeffect in this relationship. Again, both firm age and industry type remain negatively related to firm performance, but firm size does not seem to matter. The explanatory power of this set of variables is still fairly weak and again only accounts for 7% of the total variance, indicating no improvement in model fit over the previous model.
Model 3 investigates all three DOI-based measures and captures the full nonlinear effect of DOI on firm performance. Again, none of the main variables are significant even though the model fit improves from an adjusted R-square of 7% to 10%. The signs of DOI and DOI 3 are negative, whereas that of DOI 2 is positive, indicating a U + N-shaped nonlinear relationship to performance. Again, industry type and firm age are significant but with negative signs.
Model 4 is the full model that includes all DOI-based measures, three variables hypothesized to directly affect firm performance (i.e., learning capacity, managerial experience, and R&D intensity), and the three control variables. We observe a marked improvement in fit, with the adjusted R-square reaching 17% compared with 7% in Models 1 and 2 and 10% in Model 3. The results indicate a strong nonlinear relationship between DOI and firm performance, with all three DOI-based measures being highly significant with the expected signs. This supports H 1 .
Variables
Learning capacity is highly significant, indicating that a firm's ability to learn in the international environment critically improves its performance. This result supports H 2 . However, R&D intensity is not significant and does not seem to have a significant impact on firm performance. Thus, H 3 is not supported. This result shows that contrary to previous studies, R&D intensity may not be a powerful driver of firm success for Taiwanese or Asian nontriad firms. One explanation is that because R&D capacity takes years and considerable resources to build, developing such an R&D capacity while expanding abroad may be counterproductive for Asian nontriad firms. Instead, these firms are better served using their limited resource to gain critical assets abroad.
The results show that the effect of managerial experience is positive but not significant. Thus, H 4 is not supported. We offer three possible explanations for this result. First, it may be due to the knowledge ossification effect (Berman, Down, and Hill 2002) , meaning that previous experience can inhibit the acquisition of new knowledge, which in turn hinders firm performance. Second, studies also indicate that organizational flexibility is reduced as cumulative experience of a firm increases its bureaucracy (Hitt, Ireland, and Hoskisson 2003) . This bureaucratic effect also impairs innovative ability (Chandy and Tellis 2000) . Third, our measure of managerial experience is not rich enough to capture the construct. Alternative measures should be used in the future to examine this relationship further.
Firm size is not significant, indicating that international performance is unrelated to firm size. Firm age is negatively related to firm performance. This can be explained 
CONCLUSIONS Contribution
Firms from Asian nontriad countries are becoming an increasing part of the global business landscape. Despite the growing importance of this trend, few researchers have examined the internationalization experience of these firms. We examine the international performance of firms from a good representative of such countries, Taiwan. Relative to the literature, we make three distinct contributions. First, our study demonstrates that for Taiwanese firms, the internationalization-performance relationship differs from traditional theories. Rather than being a simple linear or curvilinear function, the relationship between firm performance and internationalization is actually far more complex than commonly assumed. This relationship contains multiple waves: initially a negative slope, then a positive one, and finally a negative one again (see Figure 2) .
Second, we show that in the context of Taiwanese firms, learning capacity is a crucial driver of success. We also show that the cumulative managerial experience of these firms does not seem to affect performance significantly. Third, we show that contrary to previously held beliefs, Taiwanese firms that have high levels of R&D spending may not have the most international success.
Discussion
The results indicate that the relationship between internationalization and performance for Taiwanese firms is a complex joint U + N-shaped curve (see Figure 2) . The first early stage of internationalization hurts firm performance. In the second stage, with greater internationalization, firm performance improves. In the third stage, another decline in firm performance occurs. The initial decline of firm performance can be explained by the investment of intangible assets. In addition, costs are incurred well in advance of benefits in the early stages of internationalization. The returns from investments in intangible assets are better reflected in long-term performance. This explains the positive performance in the second stage of internationalization. However, as firms become more international, the complexity of managing foreign operations increases, raising the costs of operat- The results also show that a firm's learning capacity is the key to superior performance in its internationalization process. That is, success in internationalization depends not merely on the possession of distinctive capabilities but also on the capacity to learn and create new capabilities. This is consistent with the resource-based view of the firm, which states that unique capabilities can lead to superior firm performance (Barney 1991; Grant 1996; Wernerfelt 1984) .
The results also indicate that for Taiwanese firms, R&D intensity may not be a significant driver of firm performance as it expands internationally. This runs counter to previous studies, which support a widely held view in the international business and marketing literature that superior R&D ability is the key to better firm performance.
In contrast, we show that engaging in high-levels of R&D may be counterproductive for Taiwanese and other Asian nontriad firms. An explanation for the negative impact of R&D on performance could be that Taiwan is the OEM island of the world, making R&D investments counterproductive.
This study sheds light on whether cumulative managerial experience of a firm affects its performance as it expands internationally. Few previous studies have considered the effect of managerial experiences on international performance. A firm's collective experience, denoting accumulative managerial experiences, is important in coping with the complexity of internationalization and, therefore, in bringing about superior firm performance. However, the results reveal that in the context of Taiwan, managerial experience may not have a significant impact on firm performance.
The results also consistently show that firm size does not matter in driving a firm's international performance. This finding provides evidence in support of the "bornglobal" notion, which holds that firms do not need to follow the incremental path to internationalization and can become a global firm from the date of inception. Many firms have achieved tremendous global success despite their small size at the initial stage of internationalization-for example, Logitech International. Our study indicates that it is possible for a small firm to succeed in the international marketplace as long as it possesses learning capacity.
Implications
This research has some important implications for firms globalizing from emerging markets. Although we do not claim that these results will hold exactly in the context of firms from all emerging markets, we contend that they provide important insights into the issues faced by firms from other Asian nontriad economies or even other emerging economies. The impact of generic variablessuch as learning capability, R&D intensity, and managerial experience-on firm performance should not be idiosyncratic to Taiwanese firms. In addition, many Taiwanese firms have begun their internationalization efforts in recent years. This implies that their experiences will be much closer to the firms from emerging markets than to those of the triad economy firms. Furthermore, given the cultural similarity between Taiwan and China, a study of Taiwanese firms can help firms from the world's most important emerging market-China.
Firms from Asian nontriad economies should be cautious in pursuing their globalizing strategies. Their performance will tend to suffer at the early stages of globalization. However, if they persist, they will tend to succeed in the second stage, after which their performance will decrease yet again as they continue expanding their operations internationally.
It is important for managers of firms from Asian nontriad economies to develop the capacity to learn new knowledge in the ever-changing international marketplace. Given that the managerial experience of Asian nontriad firms may not help them, they may need to establish their overseas expansion by hiring locals or at least creating a healthy blend of local talents with managers from home countries. Finally, firms from Asian nontriad economies should balance spending on R&D carefully with the spending needed for internationalization. This finding suggests that these firms probably should not emphasize R&D while trying to internationalize.
Limitations and Further Research
This study has several limitations that could be addressed in further research. First, the empirical data are crosssectional and limited to a single year. The relationship between internationalization and performance is intrinsically a dynamic phenomenon that is best examined using longitudinal data.
Second, due to data availability, our sample is limited to Taiwanese firms. Therefore, our findings may be poten-tially country specific. Future studies should cover firms from several major emerging markets, such as China, India, Brazil, Mexico, and Russia.
Third, we used a single measure for firm performance. As Li (2007) indicates, although accounting-and market-based measures are widely used to measure firm performance, operational performance measures, such as cost-efficiency indicators, may be better at quantifying the underlying key operational success factors (Venkatraman and Ramanujam 1986) . Pangarkar (2008) also indicates the merit of using a new measure for DOI, which is based on the dispersion of sales across geographic regions. These new measures should be explored further in the context of firms from Asian nontriad economies or emerging economies as a whole. Given that the results of learning capacity increased when we used a subsample of high-tech firms, our findings could be a result of the specific measure we employed-the number of master's and doctoral degree holders. Therefore, alternative measures of learning capacity should be used in future studies. Firms can have different types of international experiences. Some firms may be passive exporters, using representatives, for long periods, whereas others may proceed rapidly to become active exporters. These experiential differences can be corrected through either alternative measures of managerial experience or models that account for individual differences across firms.
Fourth, recent studies indicate that the internationalization-performance relationship can be mediated or moderated by several factors, such as international diversification (Brock and Tal 2008) , social networks (Zhou, Wu, and Luo 2007) , industry characteristics and marketbased factors (Markus, Kumar, and Klein 2008) , product diversification (Bausch and Mario 2007) , and country of origin (Bausch and Mario 2007; Elango and Sethi 2007) . Further studies also should examine the moderating or mediating variables for the internationalizationperformance relationship, especially in the context of firms from Asian nontriad economies.
